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COUNCIL ON WAGE AND PRICE STABILITY
A new price standard methodology guide was issued for comment on 11/28/78. This 
new guide is currently being distributed at briefings the COWPS is holding 
for invited corporations. It is designed to provide elaboration on price 
standard and terminology contained in the Wage and Price Standard Fact 
Book and illustrations of methods a firm can use to develop its indexes of 
price change. In addition, it contains expanded information on the 
definition of "company", product line, data organization and price change 
computations, and profit margin exemption. An appendix is included that 
contains a suggested methodology for monitoring price changes and relevant 
SEC regulations. Copies of the new guide are available from COWPS at 202/ 
456-6757.
FEDERAL HOME LOAN BANK BOARD
Proposed rules that will regulate forward commitments by Federal Saving and Loan 
Insurance Corporation-insured institutions to purchase certain securities 
have been published in the 11/28/78 Fed. Reg., pp.55413-14. The proposed 
rules would limit the dollar amount of outstanding forward commitments, 
require certain records to be maintained, prohibit so-called "over-trading", 
specify the accounting treatment of commitment fees, and provide for 
immediate accounting to profit or loss if forward commitments are disposed 
of prior to settlements. Comments on these proposals are due by 1/15/79.
For more information contact Harry Quillian at 202/377-6440.
FEDERAL TRADE COMMISSION
The American Medical Association has illegally restrained competition among
physicians and caused substantial injury to the public. That is the decision 
of Administrative law judge Ernest Barnes who ruled that the AMA should 
cease and desist from prohibiting advertising by physicians. The decision 
now goes to the full Commission where it will be accepted or rejected. The 
order requires the AMA to revoke any ethical principles that restrict 
advertising or solicitation by doctors.
Commenting on the decision Robert B. Hirth, chairman of the AMA's Board 
of Trustees declared: "We don’t feel that lawyers, dentists, engineers, and 
other professionals, labor unions, business entities, charitable organizations, 
state and local entities should have to ask the Federal Government if they 
can issue ethical guidelines to their members and what those Guidelines say."
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
The Secretary’s National Conference on Fraud, Abuse, and Error, will be held in 
Washington, D.C. on 12/13 and 12/14/78. The conference will include con­
current program workshops and discussion groups on student financial assistance, 
social services, welfare, and health, functional workshops on grants and con­
tract administration, auditing and accountability, investigation and 
prosecution, computer technology, access to information, and panels on computer 
crimes, fraud detection, and fraud prevention. Conference panelists will 
include Federal, state, and local government officials, educators, and 
representatives from the private sector. Donald R. Zigler, chairman of the 
AICPA subcommittee on perpetration and detection fraud will participate in a 
panel discussion on the auditor's responsibility for the detection of fraud.
The conference will be held at the Washington Hilton Hotel. The registration
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fee is $60. Additional information and registration forms are available 
from  Thomas P. Reutershan, Executive Director of the Conference at 202/ 
245-1831 or by writing to P.O. Box 8229 South West Station, Washington, 
D.C. 20024.
Final rules on annual wage reporting by employers have been issued by the
Social Security Administration (see the 11/30/78 Fed. Reg., pp.56036-39).
The regulations, which implement changes made by the Social Security Amend­
ments of 1977 ease the reporting burden on employers by eliminating the need 
to submit quarterly reports of the wage paid to employees and to break the 
wages down on a quarterly basis. Most of the changes made by these rules 
describe how much money an individual has to earn in a year to become 
"covered" under the social security program. The rules are effective as of 
11/30/78. For more information contact Dorothy Algea at 301/594-5587.
Regulations for grants for the construction of teaching facilities, educational 
improvements, scholarships, and student loans have been published (see the 
11/27/78 Fed. Reg., p p . 55242-47). The regulations include a record and audit 
requirement that each grantee have an annual financial audit conducted by an 
independent CPA utilizing GAAS. For more information contact Dr. Robert Knouss 
at 301/437-6418.
OFFICE OF MANAGEMENT AND BUDGET
Another segment of the draft Federal Acquisition Regulation project has been 
published in the 11/24/78 Fed. Reg., pp.54962-63. This segment covers con­
tractor qualifications such as responsible prospective contractors, qualified 
products, and first article testing and approval. Comments are sought on 
this segment by 1/24/79. For more information contact William Maraist or 
Strat Valakis at 202/395-3300.
SECURITIES AND EXCHANGE COMMISSION
A release on the disclosure of the impact of wage and price standards for 1979 
on the operation of issuers subject to the registration and reporting pro­
visions of the Federal securities laws has been approved (Rel. 3306001, 
11/29/78). The release notifies issuers of their obligation to disclose any 
material inpact of the wage and price standards on their operations. The 
Commission notes that consideration should be given to such matters as the 
possible loss of government sales if the issuer does not comply with the 
standards or a possible decrease in income or revenue if compliance with the 
standards would prevent increased costs from being "passed on" through 
equivalent price increases. For more information on the release, contact 
William Carter at 202/376-8090.
Amendments to regulation S-K, Item 4, Management Remuneration, were approved by 
the Commission at an open meeting held on 11/22/78. The amendments will 
require issuers to publish executive compensation tables that will reflect 
salaries, bonuses and other types of compensation or "perks". Companies 
will also be required to list the compensation of the five highest paid 
executive officers and directors if the amount exceeds $50,000. Detailed 
information on "perks" will be required if that amount totals $25,000.
These amendments will apply to reports for fiscal years ending on 12/25/78 
or after. The SEC expects to release the amendments some time this week.
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Proposed amendments to Regulation S-X concerning presentation in financial
statements of three general classes of securities have been issued by the
Commission (Rel. 33-6000, 11/30/78). The proposed amendments require
that the amounts applicable to the general classes of securities be 
presented separately in balance sheets filed with the Commission. The 
three classes include: (a) preferred stocks subject to mandatory redemption 
requirements; (b) preferred stocks which are not redeemable or are 
redeemable solely at the option of the issuer; and (c) common stocks. The 
proposed would also require that certain disclosures concerning preferred 
stocks subject to mandatory redemption requirements or whose redemption is 
outside the control of the issuer be reflected in financial statements, 
including a five-year maturity table. Comments on the proposed amendments 
are due by 2/28/79. For more information contact Steven Golub or Edmund 
Colson at 202/472-3782.
Telling her audience she was not advocating the abolition of the SEC, Com­
missioner Karmel did say to the attendees at the Women's Economic Club 
in Detroit recently that she is "skeptical of both the continuing relevance 
of certain philosophical beliefs Wiich led to the creation of (the 
regulatory) agencies, and the mechanisms by which such agencies endeavor 
to achieve their statutory objectives." She went on to say that much 
regulatory legislation was enacted to provide the public, especially 
consumers, with protection against perceived ills. Now, she feels, it is 
time to reassess not only the efficacy of that protection, but also 
whether the economic, legal and social burdens of maintaining this "legislative 
insurance" are worth such protection.
Commenting on the effects of the 1975 Securities Acts amendments dealing 
with ending fixed commission rates, Commissioner Karmel noted that com­
mentators have linked the ban to a lower level of participation by individual 
investors and an increase in mergers in the securities industry.
The U.S. Supreme Court has agreed to hear the case on appeal to decide whether
the trustee in bankruptcy can sue the independent accountant to recover under
federal securities law recordkeeping provisions (Touche Foss & Co. v. Redingtor)
The U.S. Court of Appeals for the Second Circuit held that the trustee did 
have an implied right of action under Section 17 (a) of the ’ 34 Act which sets 
out the recordkeeping requirements for brokers. Section 17 requires 
brokers Who transact business on national securities exchanges to keep 
accounts and records and make reports prescribed by the SEC for the protection 
of investors. Although the provision contains no explicit legal remedy for 
injured investors, the Second Circuit, in April, implied such a remedy to 
protect brokerage customers who w ould otherwise be unable to recoup losses. 
Although the recordkeeping requirements of 17 (a) are specifically imposed on 
brokers, the Court ruled that accountants who prepare brokers' financial 
reports are also subject to the statute. "CPAs play a significant role in 
the scheme created by the '34 Act of the regulation of securities trading, 
as is recognized by the regulations promulgated by the SEC," the appellate 
court wrote. "It is well established that Section 10(b) of the '34 Act 
and Rule 10b-5 thereunder impose a duty on accountants, for breach of Which 
they may be sued.. .We hold that Section 17 of the '34 Act likewise imposes 
a duty on accountants." The AICPA has filed an amicus brief in support of 
a reversal of the lower court, decision.
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Proposed amendments to the short form (Form S-16) for the registration of
securities have been issued (Rel. 33-5998). The proposal covers documents
incorporated by reference into the registration statement and modifications 
to that statement. Comments are sought by 1/22/79. For more information 
contact John Granda at 202/755-1750 or Steven Paggioli at 202/376-8090.
TREASURY, DEPARTMENT OF
A program to test taxpayer reporting of state tax refunds on their Federal 
tax returns is being developed by the IRS. It has been reported that the 
IRS will run the test program from 1/1/79 to 7/31/79 using tax refund 
information supplied by state tax officials to determine if taxpayers are 
complying with Federal rules on state tax refunds. The IRS will use the 
test to determine if their is a significant compliance problem in this 
area. If an error is found on an individual tax return, the IRS will 
send Form 6122, a two page, five part letter, notifying the taxpayer of 
the non-compliance.
The Commissioner's Advisory Group will meet at the IRS in Washington, D.C. 
on 12/14 and 12/15/78. Among the topics of discussion at the December 
meeting are professional standards of practice, income tax return pre­
parers compliance with regulations, and assertion of penalties, suggestions 
for assistance to low income taxpayers, disclosure of IRS documents, and 
discussion of power of attorney Form 2848. For information on attending 
the meeting or submitting a statement, contact Lauralee Matthews, Assistant 
to the Commissioner at 202/566-4390.
Final regulations on the disclosure of tax returns and return information to 
the Justice Department have been issued by the IRS (see the 11/29/78 Fed. 
Reg., pp.55759-61). These final rules provide for the disclosure of returns 
and return information during preparation for proceedings or investigations 
involving tax administration and compliance. The regulations are effective 
as of 11/29/78. For more information contact David Dickinson at 202/566- 
3218.
A prototype report on the Consolidated Financial Statements of the United
States Government has been published by the Treasury. The report attempts 
to address such issues as the objectives served by the statements, 
accounting and reporting for pensions, accuring Federal tax revenues, and 
inflation accounting. An interagency committee chaired by the Comptroller 
General is currently working to develop solutions to the most significant 
technical problems in such financial reports. Comments and reactions to 
the prototype report are sought by the office of the Fiscal Assistant 
Secretary of the Treasury. Copies of the report are available by calling 
202/566-3874.
Proposed regulations relating to the taxation of real estate investment trusts
will be the subject of a public hearing to be held on 12/30/78 at 1:30 p.m. 
at the IRS, Room 4132, 1111 Constitution Avenue, N.W., Washington, D.C.
The proposed regulations appeared in the 7/7/78 Fed. Reg., p.29317. Out­
lines of oral comments must be delivered or mailed by 12/7/78. For more 
information contact the Office of Chief Counsel at 202/566-3935.
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Changes Needed in the Tax Laws Governing the Exclusion for Scholarships and
Fellowships and the Deduction of Job Related Educational Expenses is the
title of a recent GAO report (GGD-78-72). The GAO concludes that existing 
IRS regulations on educational expense deductions are confusing and 
difficult to apply. The result is that taxpayers such as students and 
professionals who seek further education as a means of job enhancement do 
not receive equal tax treatment in similar situations. The report includes 
a series of recommendations designed to simplify the tax rules applicable 
to educational grants and deductions. Copies of the report are available 
from the GAO, Room 1518, 441 G Street, N.W., Washington, D.C. 20548.
For further information contact: 
Steven Woolf or Susan Retter 
202/872-8190
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